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OFFICE OF THE NASSAU COUNTY COMPTROLLER

CALCULATION OF CHARGES AND FEES FOROUT OF DISTRICT SEWER CONNECTIONS
REPORT SUMMARY

WHY WE DID THIS REPORT

This audit was initieed by the previous Comptrollerhen questions surfaced regarding how Nassau Caeaftylated
fiCutofDi st ricto sewer connection charges. U p o ndeployged thq
required resources to complete this report.

WHAT WE FOUND
The largest charge/fee associated WititofDi st ri ct sewer connections,
DPW and the developer, usingcanvolutedformula. DPW has usediffering methods to determine the prope

values used to calculate Equalization Charges. Depending upon the wietsed developers can save thousa
and possibly millions of dollaratt a x p aeypenses 0

At the 10/19/15 General Meeting of the Nassau County Legislatur@utwd District sewer contracts were appro
which used twdliffering methods to calculate Equalization Charges.

DPW did not always follow County ordinander example agreeing to allosvdeveloper to provide site inspectio
Contract terms were not consistent throughuit of District contracts.
WHAT WE RECOMMEND

The Legislature should adopt a consistent valuation policy for calculating Equalization Char@as dbDistrict
seweragreements

DPW should cease fromdividually negotiating Equalization Charges fout of District sewer agreements

DPW shouldfollow all County ordinances and not allaevelopers to provide their own inspections due to lad
Countyinspectors

All fees and charges related to Out of District sewer charges should be posted clearly on the Nassau Cou
and DPW should not deviate from established fees and rates.

WHAT WAS THE RESPONSE?

DPW agrees that would be beneficial to havegotha standardizedegislatively approved proceks calculatingOut
of District Equalization Chargesind a consistent valuation policy for calculating Equalization Charges

DPW also agrees that the County webshkteuld be consistent with terminology, formulas, calculation, and app
fee ordinances as it relatesQat of District sewer connections, and that agreements should be drafted in a co
manner.

WHY IS THIS REPORT | MPORTANT ?

This report found thad County Department as individually negotiatingertain chargewith developers, when

fact a decision regarding something like how to calculate Equalization Charges should be legislatively set a
to departmental negoti@n. The change in calculating the Equalization Chaagesd result in $2.6 million less i
feesbeing paid to the County

Audits such as this are an important tool to identify weaknesses in departmental operations and recommend
action. Nassataxpayers deserve a County government that provides a fair playing field for
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Executive Summary

Purpose:

The objective of this review was to perform an independent evaluation of the methodolc
used inthe alculation ofchargesand feedorNa s s a u  Quood Distrigd sdwer
connections.

Introduction:

The Nassau County Chartee@ion 1234allows individuals or corporations nlatcatedwithin a
County sevagecollectiondistrict( i Out o f to é@ntrad with the @olunty tdispose of
sewage originating on such property into county sewage facilifibs. contract$ncludecertain
fees and charges.

One such charge is called &qualization Charge imposedas a proportionafcatchupo
contributionby the contracting entity to connect to existidgunty sewer infrastructurehich was
previously paid for by the taxpayers

The Depart ment D®WO ERtumbtésitheraral®kndwisagréeinents foDut of
District and/orOut of County £werconnectionsvith municipalities and private entities.
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Executive Summary

Summary of Audit Findings and Recommendations

Audit Finding

Audit Recommendation(s)

1 The Valuation Methodology Chosen by DPW Will Lead
to an Estimated 52.6 Million Less in Sewer Hoolap
Equalization Fees for the County

Negotiations by DPW Led to Disparate Agreements and
Inconsistent Charges: OHEK A Castle Would Save 543
Million in Fees by Connecting its Primarily Suffollc County
Sitnated Property to Nassan County Sewers

The Pending OHEK A Castle Contract Does Not Include
the “Ordinance Required” Per Unit Inspection F ee that the
Other Developers were Charged

4 Lack of Approval for Written Procedures Resulted in
Varying and Ambiguous Charges

5 DPW Did Not Follow the County Ordinance in the Four
Contracts Examined and Inconsistently Negotiated
Contract Terms

6 Current Accounting Methods Do Not Segregate Various
Out of District Sewer Revenue Receipts

7 Inconsistent Contract Clauses Were Used in Out of
District Sewer Contracts Approved on the Same Day

a) DPW should adopt a consistent valnation policy for calculating Equalization Charges and have it
approved by the Nassau County Legislature, which has the responsibility to set fees.

b) The approval of the pending OHEK A Castle contract and any other future contracts, should be
delayed until the Legislature has an opportunity to review the difference in the Equalization Charge
formula.

DPW should cease from negotiating with developers and use one methodology for calculation of the
Equalization Charge that has received Legislative approval

a) As DPW ordinances require County inspectors to be onsite to protect the County’s interest, DPW
should ensure that this is done or that the ordinances are changed. Any pending or future contracts
should include this langnage.

b) DPW should immediately remedy the lack of an inspection fee before the pending Cold Spring
Hills Development, LLC contract for the OHEK A Castle project proceeds.

a) DPW management should review and approve written Standard Operating Procedures for sewer
connections.

b) DPW management should institute financial controls over fee uniformity and collections.

c) DPW should use consistent terminology in their contracts and on their website.

d) The formula and methodology used to calculate Equalization Charges should be approved by the
Legislature and posted on the DPW website.

e) DPW should update fees on an ongoing basis in the SOP and website every time there is approval
of a DPW fee ordinance.

) The formula and methodology used to calculate the prevailing rate be approved by the Legislature
and posted on the DPW website.

£) Procedures should be developed to apply usage levels to the prevailing rate to ensure proper
calculation and billing for ongoing future usage charges.

DPW should adhere to the County Legislative approved ordinances for language and terms to be
used in the contracts and to treat all developers in a fair and consistent manner.

a) DPW should establish a clearly labeled Equalization Charge general ledger account.

b) DPW should correctly identify and post future deposits.

DPW-s legal representative should:

a) consult with the County Attorney to analyze the insurance, termination and additional
indemnification clanses under both contracts to determine if the clauses are comparable and
adequately protect the County; and

b) explain why DPW has an emergency equipment procurement on the first page of a request to the
Legislature involving a sewer connection fee.
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Executive Summary

*kkkkk

The matters covered in this report have been discussed with the offictals DEpartment of
Public Works On June 18, 2018ve submitted a draft report the Department of Public Works

for their review.An Exit Conference was held on July 12, 2018. The Department of Public Works
provided their response @dugust 3, 2018

Their response and our follow up to their response are included at the end of thigport.
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Introduction

Background

Section1234 of he Nassau County Charter allows individuals or corporationkoatedwithin
a County sevagecollectiondistrict to dispose of sewage originating on such propertydaototy
sewage facilities subject to the terms and conditions of the County.

New York State Lawprovidesthat a countymay establish a scale of charges for the collection,
conveyance, treatment and disposal of sewage, wastewater or refuse to be determined on ajjy
equitable basisubject to confirmation by theounty legislature

One of the costs associated with Out of Distct s ewer connect i 0nROS
which is calculated by formulaThe EqualizatiorCharge érmulé is designed to proportionally
share the cost of the existing sewer system baségeoreticalassessed valuesPerthe former
Chief Pblic Works Sanitary Engineérand theformerDPW Commissionel, i tintendedto f
establish a condition of equality between those who have incurred the expense for the
construction of the sewage facilities and those benefiting from but not participating the
cosPo of building these facilities.

DPW estimates the@el6 knownagreements faDut of District sewerconnectionghat involve
not-for-profits, municipalitiesandprivate entities Notfor-profitsandmunicipalitie$ do not incur
an Equalization Charge.

Privateentities enter into an Out of District Sewer Service Agreement which delifesesnd
charges to be paidSection12340f the County Chartezstablished that charges may be included
in theagreementsCharges and Fees relatedtot of District Sewer Service Agreemsiriclude

the followingfive categories:

Equalization Charges
Sewer PermiFees
Site WorkPermitFees

. Industrial Wastd-ees

. Wastewater Service Charge

INY County Law Article 5A, §266(2017).

2 TheEqualization formulas calculated by determining a Debt Ratio of Estimated Debt Service with the applicable
sewer system to the total assessed value of the service area. The Debt Ratio is then toyltiydiedtimated
assessedalue (EAV) of the properties to be developed to determine the charge.

3 The Auditorsinteracted with the Chief Public Worl&anitaryEngineer at the time, who resigned on 01/10/18.

4 TheAuditorsinteracted with the DPW Commissioner at the time, who resign@d /1/18

5 Information provided by the former Chief Public Wot&anitaryEngineer to théuditorsat the initial meeting,
and as per a letter written by the former DPW Commission@teéowood Landing, dated June 12, 2013.

6 Municipalities have InteMu ni ci pal Agr evithassau €ourgtifincliiagCedarhurst, Lawrence,
Roslyn and Jones Beach State Park.

Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn
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Introduction

The threefeeslisted above are desr i bed on Nas s g whileQlelEgualigadian wejb s
Charge and Wastewater Service Charges are included in the contraatsleted inD P W st
of District Sewer Service AgreemeBtandard Operating Procedures

Nassau Countyos [mogulais cakcaated based QimesoretgaEstimated
Assessed Value assigned to the actual propersyrrounding propertiashile Suffolk calculates
its Equalization Charge based on estimated daily gallon usage

Audit Scope, Objectives andViethodology

The objective of the reviewas to performanindependent evaluation of the methodology used in
the determinatioand calculatiorof sewer connection fees, permit fees and related charges.

The Auditors revieved several connection fee agreemestsl ©ntracts County Ordinancesand
alsointerviewedDPW officialsas tothemethalology or formulasused tadetermine County sewer
hookup feesFull vendor and project names are identifiedExhibit | below:

Exhibit |
Department of Public Works Out of District Sewer Connection Contracts Reviewed

Vendor Name Project Name® In Nassau Out of District
Cold Spring Hils Development, LLC Residences at "Oheka Castle" Partially Yes
Glen Harbor Partners, LLC "Glenwood Landing" Development  Yes Yes
One Robert Lane, LLC "Glen Head Commons" Yes Yes
Triangle Equities 496 West Jericho "Kensington" Estates at West Hils Partially Yes

Engel Burman at Jericho, LLC "Bristal Assisted Living® at Jericho  Yes Yes

@ SeeAppendix A for a list of Contract numbers associated with these Projects.

@A pending contract was filed with the Clerk of the Nassau County Legislature for legislative action, but as of the d
of this report the matter remains tabled.

® Bristal Assisted Living is different than the other projects listed above as it is a 314 bed Assisted Living Facility wh
other projects are made up of individual residential units.

We believe our reviewprovides a reasonable basis for the findings and recommendations
contained herein.
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Findings and Recommendations

Audit Finding (1)

(1) The Valuation Methodology Chosenby DPW Will Lead to an Estimated$2.6 Million Less
in SewerHookup Equalization Feesfor the County

After review and discussion with DPW staff, tiAauditors determined that theheoretical
Estimated AssesseValuesused i n the Countyoés f or mswera
inconsistently estimated and applied This will result in the County collecting approximately
$2.6 million less inrevenug which includes $1.3million for a project awaiting legislative
contract approval.

Per DPW, lhe Estimated Assessed Values used by DPW in their Equalization Charge formulas
were initially based on avega values of existing similar developed properties located near a
project, identified as thAnticipated Future Assessed ValueAt some pointthe specific date
unknown to DPW, a policy decisibwas made to change the valuation method used to the lower
Pre-Development Valueof the actual property being developed. The later valuation method
essentially uses much lower undeveloped land values resulting in substantially lower Equalizatio
Charges.

The EqualizatioiCharge 6rmulé is designed to proportionally share the cost of the existing sewer
system based on theoretical assessed valtesCounty established tlgualization Chargeas
a proportional catclup contribution for Oubf District propertiesto connect to existing @linty
sewer infrastructure. P#re former Chief Publi®Vorks Sanitary Engineer and the forni@PW

Commissionet, i tintemded to éstablish a condition of equality between those who have
incurred the expense for the construction of the sewage facii#s and those benefiting from
but not participating in the costo of bui

The Equalization formula wasnot set by the Legislature or codified irthe ordinances which
enabledDPW to create theEqualization Charge.

DPWused two differen val uati on methods to calcul ate
for the Equalization Charge formula for Out of District Projects. Both methods are explained
below:

Anticipated Future Assessed Val(efi A F Aegtab)ishes thEstimated Assessedalue
(EAV) using the existing average assessed value of similar surrounding developed
properties

" Information provided by théormer Chief Public WorksSanitaryEngineerto the Auditorsat theinitial meeting
and as pea letter written by théormer DPW Commissioner to Glenwood Landing, dated June 12,.2013

8 The Equalization formulas calculated by determining a Debt Ragigual to theEstimated Debt Servicassociated
with the applicable sewer system to the total assessed value of the service area. The Debt Ratio is then multiplied |
the estimate@dssessed value (EAV) of the properties to be developed to determine the charge.

9 Information provided by théormerChief Public WorksSanitaryEngineerto the Auditorsat theinitial meeting
and as pea letter written by théormer DPW Commissioner to Glenwood Landing, dated June 12,.2013
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Findings and Recommendations

PreDevelopment Valu¢ fi P Da&étallishes thEstimated Assessed Value (EAV) using
the actual current value of the property to be developed, essentiatitiisinondeveloped
land value

Exhibit Il lists the assessed values used by Dfewfour simila Out of District properties
reviewed by théuditors. Of thefour propertiesonly one propertyvas calculated usingformula
based onAFAV, which providesa reasonabléasis for determining th&ture value for the
properties tdedeveloped The otherthree properties used thePDV in the formula and as a
result did not take into account the actual current value ofalready developedsurrounding
properties, but instead used the much lower pre-development (land) value of the
undeveloped project.

Exhibit |1

Out of District Projects
Assessed Values Used in DPW Calculations

Assessed Per Unit
Value used Assessed Valuation
Project Name by DPW Units Value Method

Kensington $ 211,235 83 2,545 AFAV

$
OHEKA Castle” $ 122,210 191 % 640 PDV
$

Glenwood Landing $ 25,797 60 430 PDV
Glen Head Commons $ 19,005 53 $ 359 PDV

@ A pending contract was filed with the Clerk of the Nassau County Legislature for
legislative action, but as of the date of this report the matter remains tabled.

DPW used GIS mapto determinghe assessed valud Kensington, shown above as $2, 55
unit. This map did not include argupportingdetailsor valuation datdor this amount but the
amount wasised in thé&equalization Chargealculation sheet dateline 28, 2012

To determine the net effect of the policy chamgeditorsrequested the equivalent GIS maps for
the othethreeproperties to realculate what the Equalizati@hargewould have been hadl four
used AFAV. DPWdid not havecomparablesIS maps for all of the propertider the same time
period.

As a result, for consistengyurposes,jn Exhibit 1l on the next pagethe Auditors applied

Ken s i napsessedbvalue to each formula and used the applicable Debt Services rates t
estimate anEqualization Charge By applying the estimated AFAV consistently to all four
propertiesthe Auditors determined the County will collect approximately $2,559169 lessin
Equalization Charges

Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn
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Findings and Recommendations

It should be noted thait a later time, DPW provided GIS maps on 2017/18 valueGlem Head
Commonswhichshowed a substantially higher mean asakvalue of $5,76%®er unit therefore
the anajsisis conservative.

Exhibit I11

Estimated Impact of Inconsistent Valuation Methodology

Equalization Charge

Average Debt Estimated Estimated
Assessed Service (Applied Less
Project Name Units Value ® Rate @ AFAV)® Actual @ Revenue®

Kensington 83 211,235 4.589 $ 969,442 969,318 $ 124

OHEKA Castle © 191 486,095 3.453 $ 1,678,292 425,000 $1,253,292

Glenwood Landing 60 152,700 5.403 $ 824,962 139,400 $ 685,562

$
$
$
$

134,885 5.352 $ 721,891 101,700 $ 620,191
$4,194587 $ 1635418 $ 2,559,169

Glen Head Commons® 53

@ since DPW could not provide a complete set of comparable GIS maps for all properties, this figure was calculated usi
the applicable number of units multiplied by the
Equalization Charge based on AFAV.

@ Actual Debt Service Rate for that portion of Nassau County.

® Estimated each Equalization Charge based on DPW's GIS Average Assessed Value for Kensington.

@ Actual Equalization Charge calculated by DPW to be paid by the Development, rounded in the contract.

® Estimated Less Revenue as a result of DPW applying an inconsistent assessed value methodology to the Equalizat
Charge Formula.

U pending contract was filed with the Clerk of the Nassau County Legislature for legislative action, but as of the date
report the matter remains tabled.

(' No GIS valuation amount was provided for Glenwood Landing. DPW supplied a 2017/2018 GIS map for OHEKA Castle
that included a much smaller sample than was used for the nearby Kensington project.

®DPW later provided GIS maps based on 2017/2018 values for Glen Head Commons that showed a substantially highe

mean assessed value of $5,769 which would have increased the reduction in revenue by an additional $1,016,220 to
$3,575,389.

To further illustrate the disparate difference in usty/ pre-developed land valuesysusAFAV,
current average assessed value of surrounding proptstedculate the Equalization Chaygee
considered the proximity of Kensington@HEKA Castleanddetermired that they are literally
across the street from one anottsee Exhibit V. Yet for theOHEKA Castlecalculation, DPW
used an average per unit assessed value d @t Exhibitll) while for the Kensington
calculation DPW used $2,545 per unit a nedfi9% per unit valuation difference

Exhibit IV on the next pagdlustrateshe close proximity oOHEKA Castleto Kensington Both
are nedy equal in proximity to the GIS Map usddr surrounding developed properties
calculateK e n s i nayrrent mavemge assessed value, and ultimateBgislizationCharge.
However this DPW GIS Map was not usealcalculateOHEKA C a s tabkseséesl valueesulting
in a much loweEqualizationCharge.
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Findings and Recommendations

Exhibit IV

(2) OHEKA
General Area
(3640 per unit)

(3) General GIS Map Area
used to calculate
Average Assessed Value
of $2,545 per unit for
Kensington

(1) Kensington
Estates
General
Area
(82,545 per
unit)

As shown in ExhibivV onthe nextpageghe i nt ended fAconditi on
applied Kensingtorhas only 83 units, whilOHEKA Castlé® has191 unis, a restaurant
catering facility and a country clubndis:

1 2.3 times the estimatdehir Market Valueof Kensington

1 expectedo generat§2% more sewage volume annually théensington and

10 OHEKA Castle is located within West Hills, NY (Huntington Township). Pkadingproject will contain 1, 2,

3, and 4 bedroom condos and includes a combination of both Nassau and Suffolk properties, which are not within
the boundaries of the Nassau Coudgwer and Storm Water Resources District (SSWRD) or any Suffolk County
Sewer District.
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Findings and Recommendations

1 anticipatedto pay 50% less then Kensington for the Equalization Charge

Exhibit V
Comparison of Fair Market Value, Sewage Volume and Actual Equalization Charge
Estimated
Estimated Gallons of Actual
Fair Market Sewage Per Equalization
Project Units Value @ Year @ Charge ©

969,318

Kensington 83 $ 84,494,000 15,768,000

$
OHEKA Castle ®®) 191  $ 194,438,000 56,940,000 $ 425,000
$

Glenwood Landing © 60 $ 61,080,000 6,935,000 139,400

Glen Head Commons® 53 $ 53,954,000 5,803,500 $ 101,700

@ Estimated using the same $2,545 Avg. Assessed Value used by DPW for Kensington multipled |
number of units in the development and divided by the County's Level of Assessment of .0025 t
convert properties to a comparable Fair Market Value.

@ Gallons per day per contract multiplied by 365 days.

® Actual Equalization Charge calculated by DPW to be paid by the Development, rounded in the ¢

® The estimated fair market value used is consistent with news reports, from January 2018, where
estate broker expects the units to be f

® A pending contract was filed with the Clerk of the Nassau County Legislature for legislative actio
as of the date of this report the matter remains tabled.

© DPW could not provide a comparable GIS Map for these properties so the same GIS value was
calculate esitmated Fair Market Value for comparison purposes.

Audit Recommendations:

Werecommend that

a) DPW adopt a consistent valuation policy for calculating Equalization Charges and have it
approved by the Nassau County Legislature, which has the responsibility to set fees; and

b) the approval of thpendingOHEKA Castlecontractand any othefuture contracts, be
delayed until the Legislature has an opportunity to review the difference in the Equalization
Charge formula
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Findings and Recommendations

Audit Finding (2)

(2) Negotiations by DPW Led to Disparate Agreements anthconsistentCharges OHEKA
CastleWould Save$4.3 Million in Fees byConnecting itsPrimarily Suffolk County Situated
Property to NassauCounty Sewers

DPW did not present a stand&dualization Charge formulato be approved by the Legislature

nor was itdisclosedon the DPWwebsite making it possible for DPW to negotiate the rates

used in each contract There are 26 fees, includinige threeother Out of District Fees, listed in

the Permits & Fees schedule on the DPW website that were approved by the Legislature throug
ordinance.

New York Sate Law provides that such chardesdetermined on an equitable basibject to
confirmation by thecounty legislature. The Government Finance Officers Association
recommends t h arovidegginforneation onehatyes antdl fees to the publicThere
should be opportunitider feedbackfiparticularly when new rates are introduced or when existing
rates are changed® Legislative review will provide an open forum with feedback on how the
Equalization Charges should be set.

Exhibit VI on the nexpagecomparesby project,Legislative approval dates and assessed value
methodaused as part of the Equalization Charge formula

INY County Law Article 5A, §266(2017)
2GFOA Committee on Governmental Budgeting and Fiscal Policy, Best Practices on Establishing Government
Charges and Fees, (2014)

Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn
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Findings and Recommendations

Exhibit VI

Listing of Approval Dates for the Nassau County De partment of Health, the Legislature and
Applicable Assessed Value Methods Used by Project

DATES

Contract
Project Contract Signed by
Approved by Contract Approved by County Assessed
Department Signed by the Executive's Value
Project of Health  Developer® Legislature Office @ Method

Glenwood Landing 10/24/11 11/18/13 02/24/14 04/08/14 PDV
Glen Head Commons 05/11/09 08/14/15 10/19/15% 12/22/15 PDV
Kensington 01/21/09 08/21/15 10/19/15® 12/22/15 AFAV
Bristal Assisted Living" 11/15/16 11/17/16 01/23/17 03/01/17 PDV
OHEKA Castle 1/6/2015 04/27/17 Pending®® Pending PDV

W n a June 12, 2013 letter, the former DPW Commissioner accepted Glenwood Landings offer to change the Equalizati
calculation to the lower PDV formula.

@ signed by Deputy or Chief County Executive.
@ Approved on the same day by the Nassau County Legislature using two different Assessed Valuation Methods.

@ Bristal Assisted Living was not used in other comparisons because it is a 314 bed Assisted Living Facility and not n|
separate condominiumunits. Itis inserted here to illustrate that DPW has not applied a consistent Assessed Valu

® A pending contract was filed with the Clerk of the Nassau County Legislature for legislative action, but as of the dat
report the matter remains tabled.

® The Town of Huntington adopted resolution 2012-91 on 3/12/12 regarding a zoning change application for the Resid
OHEKA Castle, which approved the application subject to a number of conditions, including connecting to the Nas
County public sewer system, or if that did not occur, a plan must be developed and implemented in accordance wit
County Department of Health Services requirements to address discharge.

The Auditorsd review noted that Glen Head Commoérend Ke n s i n getvey r@kup
agreements were both approved by the Legislatutbe same dayOctober 19, 2015However:

1 DPW usedwo separate methods to calculate the respeEistienated Assessed Valyes
and

DPW charged a total Equalization Charge to Kensintitahwasapproximately 10 times
greater as a whole and 6 times greater by unit than Glen Head Commons (see Exhibit V).

DPW used thesignificantly lower formula forGlenwood Landinghanthe formulaapplied to
Kensington even though thé&lenwood Landingprojectwas approved by the Nassau County
Legislature 9.5monthsprior to Glen Head Commons arkensington

This disparity is a@lirectresult of the lack of disclosure and clarity with respect to the formula used
by DPWand atwhich pointduring the procsgs the valuation should la@plied The Equalization
Charge is the onlghargerelated toOut of Districtsewer connections thatnst clearly disclosed

on theDPW website or approved by the Legislatui@eerecommendatiom Finding(4)).

Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn
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Findings and Recommendations

Suffolk Countyd Methodoloqgy

Suffolk County labels its Equalization Charge as a connectionTee.Suffolk County Code'?
clearly identifies a connection feeof $30 per gallonof daily usagefor connectionsfrom
outside the geographical boundaries of any Suffolk Countgewer District which receives
approval from the County to connect.

Suffolk rates are pursuant Y CountyLaw!*and aresubject to the reviewndapproval of the
Suffolk County Legislature By setting a specificonnectionfee formula approved by its

Legislature, Suffolk essentially eliminated the need for negotiating the f@eifaf Districtsewer
connectionsnordert o Arepresent ab purchase of <capaci fy

Nassau County gconsistent Methodology

It appearsthat the former DPW Commissionethad beennegotiating Equalization Ratewith

developers. As previously noted,hie Equalization Chargdormula was not set by County
Ordinancelt is also not cleanow DPW decideavhich value would be applied theformula, the
higher AFAV or the lower PDV.

Per DPW, none of thieur projects mentioned iRinding (1) have broken grounds of December
2017,and discussions and negotiations have been occurring simultaneeerséyperiod of years

As an example of DPW6s discr et i ohe negatiatidnet e rffmi
bulleted below show the following: a developer makg a proposal the former DPW
Commissiongd saccepance of the dewloperts offer, and theformer DPWCo mmi ssi onfr
conclusionto the developer thahe change is a significant reductionchargegresulting inless

revenue to the County)

1 An August 22, 2012 letteio theformer DPW Commissioner fronlenwood Landing
offersa n Afalternative that the connection e ¢
undevel oped uvwehaetti cingatad fodture value

In a May 14, 2013 letter to tiermerNassau County Deputy County Executive of Finance

from the attorney for @nwood Landing t he attor ney ddpasitians At
that the hookup fee is necessary and appropriate but as something like this has ng
previously been donéhey do not know what that fee shouldde

In a letter dated June 12, 2048 Glenwoa Landing the former DPW Commissioner
references receiving a copy of the May 14, 20dtBer and proceed4o accept the
devel oper 60s Aftegta chéange2he Equdiftatio@ Charge calculatibhe
acceptance resell in changing from using an average current assessed value of
surrounding properti@FAV) to the much lower prdeveloped valuéPDV). The letter
statediwe ar e agr e e BAqodlization Ghardemthecunrgntagsdssed value

of the propertiesac be served by the Thisusna sigdifeants e wije r
reduction from the previously proposed chaogsed upotthe anticipated future assessed
value of the developed property.o

13 suffolk County, NY Sewer Charges, Assessments and Fees, https://ecode360.com/18 934957 User
Charges and Connection Fees

M NY County Law Article 5A, §266(2017).
Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn
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Findings and Recommendations

Had DPW created a standard unit fee or initially submittedEapelization Charge formula to
the Legislature for approval and disclosed it along with otherdppsoved by the Legislature,
foundon the website, these disparate negotiations may not have occurred.

Comparative AnalysifNassauCountyversus SuffollCountyComparative Charges

char ges it
noting h

In Exhibit VII below, the AuditorscompardNa s sauds act ual
using Suffolk Countyds Met hodol ogy,

T Kensingtonbés <char ges us icomgparablevheneomparedts s e sjs e
Suffolk Count.yds met hodol ogy

1 ThethreeOut of Districtprojects which used the negotiated PDpaid significantly less
in Nassau tan had they beeconnecedasOut of Districtto Suffolk sewers.

1 The OHEKA Castle projectwill save $4,35000 in fees by connecting itprimarily
Suffolk Countyproperty to NassaGountySewers.

Exhibit V1
Comparison of Nassau and Suffolk Equalization Charge Methodologies

Estimated
Gallons
Per

Equivalent
Suffolk
Equalization

Actual
Nassau

% Savings
Nassau vs

Equalization
Charge

$ 139,400
$ 101,700
$ 425,000
$ 969,318

Suffolk
309%
369%

1001%

34%

Difference

$ (430,600)
$ (375,300)
$(4,255,000)
$ (326,682)

Units Day @
19,000
15,900

156,000

43,200

Charge @
$ 570,000
$ 477,000
$4,680,000
$1,296,000

Project

Glenwood Landing 60
Glen Head Commons 53
OHEKA Castle @ 191
Kensington 83

@ per the contract.
@ Amount equals the estimated gallons per day multiplied by Suffolk's $30/gallon rate.

® A pending contract was filed with the Clerk of the Nassau County Legislature for legislative action, but as of the date of
report the matter remains tabled.

Audit Recommendation:

We recommenthat DPW cease from negotiating wibveloperand use one methodology
calculation of theequalization Chargthat has received Legislative approval.
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Findings and Recommendations

Audit Finding (3)

(3) The Pending OHEKA Castle Contract DoesNot Include the @rdinance Requiredd Per
Unit Inspection Feethat the Other Developerswere Charged

Nassau Countgould lose$76,209 inGeneral PermiBewer Inspection Feé®m OHEKA Castle
becaus®©PW did not follow the Ordinande writing the contract®

A review of the contract®undthat OHEKA Castlewill notbe charge&76,209 for Inspection
Feesthat other Developmestwill be required to payThependingOHEKA Castlecontact only
includesa $23,000 (roundedpermit fee calculatedising$120 per unit The contract does not
includea standaréhspection feef $399 per unitotaling $76,209 fol91 units.

Exhibit VIl | below shows the General Permit Fees@auntyOrdinancé®.

Exhibit VII |

General Pemit Fees

Permit Type Fee per Unit

General $ 120
Sewer Inspection  $ 399
$ 519

According toDPW employeesOHEKA Castlewill notbecharged th@er Unit$399 Sewer Permit
Inspection Fee becausiee developds engineer wuld perform onsite inspectiongoon project
completion and providBr of e s s i o nRBE »eBlstg cenifg therinsgedtigradiminating
the need for the County to perform and bill for inspections.

As shown in Exhibit IXon the next pageareview of the other three Development contracts noted

that those contracts required the whabd $per unit fee be péi including the $399 Inspection
fee.

15 Nassau County Ordinance No.-2@14, §9.1.
16 |bid.
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Findings and Recommendations

Exhibit IX

OHEKA Castle General Permit Undercharge

Auditor
Per Unit Total Calculated
Fee Contract Fee based or
Project Units  Charged Fee $519/Unit Difference

OHEKA Castle ® 191 $ 120 $22,920 99,129 $ (76,209
Kensington 83 $ 519 $43,077 43,077
Glenwood Landing 60 $ 519 $31,140 31,140
Glen Head Common: 53 $ 519 $27507 $ 27,507

@ A pending contract was filed with the Clerk of the Nassau County Legislature for legislative action,
as of the date of this report the matter remains tabled.

TheAuditorsreviewed Section 9.1 of Nassau County Ordinanc20M4 which states the fee for
a General Permit shall be $120 payable upon filing the applicatidreach permit holder shall
alsobe required to pay a fee of $399 as a sewer permit inspectioyetaebe pendingcontract
does not requir®HEKA Castleto payNassau Cougtthe sewer permit inspectians

Nowhere inSection9.1 does it state thatithfee can be avoided or negotiate8ection 9.8 of
EmergencyResolution No. 52001 allovs fees to be waived where the appliit is a municipal
corporation, whictODHEKA Castle isnot.

In this situation, thed e v el op er ovdll cedify thé cormnections The certification of

the connection is usually provided by County employees and chged back to the developer
as a County Inspection [ee. Thisprocesslacks anindependent inspectionand reduces
revenues to the County

Further, DPWviolatesseveralOrdinance!’ which all gatefi N o wwidl colkamence until County
inspectorsareon the job sit@® by allowing someone otherah a Countyor Town Representative

or aninspection agent of another municipality to inspect these conneclioas.uditorsasked a
DPW employeén the Sewer permiffice about having a County inspector on site and he indicated
they would prefer these inspections be performedhbyCounty but since the staff has been
reduced DPW isaccepting these outside certified inspectitns.

17 Ordinance66-1985,187-2010, 742014 and Emergency Resolution-$201

18 The Auditorswere informed by a DPW employee that inspector staffing had been reduced from over 25 inspectors
to six inspectors and that starting pay for an inspector is only $35Jabihg one inspeor would pay for itself in
inspection fees collecteshile ensuring the work is properly performed.
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Findings and Recommendations

Audit Recommendation(s):

We recommendhat:

a) AsDPWordinances equi re County inspectors to be
DPW should ensure thdtis is done or that the ordinances are changed. Any peading
future contracts should include this language; and

b) DPW immediatelyremedythe lack of an inspection fdeefore thependingCold Spring
Hills Development, LLCcontractfor the OHEKA Castle projegiroceeds

Audit Finding (4)

(4) Lack of Approval for Written Procedures Resultedn Varying and Ambiquous Charges

Upon our requesDPW provided a copy dheir Standard Operating Procedur@SQR)) for Out
of District sewer service agreementshe SORjiven to theAuditorswasdatedOctober 262017
which was subsequent to the commencement of out, and aftera newsarticle on this matter.

In December 2017 he former Chief Public Works Sanitary Engineer acknowledgdéw had
fformally committed the process to paper only within the past year.o@r ldence,no formal
procedureexistedregardingthe calculation and application of Out of Distrsetverconnection
fees and gualizationCharges even though one contract was signed in 2@lérnwood Landing
and two others were signed in 20Hen Head Commons and Kensington)

DP W06 s S O BPutbfdistrictSawer Service agreementsre notstandardized in 2014 and
notappliedconsistently thoughout the four contract®veredn this report.

The SOP for thé©ut of DistrictSewer Service agreements lists the procedures for Equalization
Charges, Sewer Connection Permits, Site Work Permits & Inspection Fees, Industrial Wastg
Survey and Permds well as a Wastewater Service Charge (annual fee).

TheAuditorsreviewed the SP provided by DPW noting:

T The SOP includes a procedure for calcul a
to be devel opAssdsement Rroperty $dacctehich uBes a GIS mapping
tool. The proceduresambiguous andnclear and desnot specify which properties should
be used to determine a value for fineperties to be developed

no evidence o supervisorypproval of the procedureasprovided
no corrols wereincluded with regard to supervisory review and approval of calculations

self-certification fes arelisted in the SOPut notlisted inthe contracs, thefee schedule
on theCounty websiter the County @dinancesand

there areno specificguidelines with respect to the timind property valuationandwhen
fees orchargesreto be applied.

Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn
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Findings and Recommendations

TheAuditorscomparedhe fees per th8OPto DPW06 website and to th€ounty Qdinances,
notingthat

1 the current Sewer Permit Fee ($140) and Sewer Permit Inspection Fee ($460) listed on
the DPW website are not approved by the Legislatarel

1 thereareinconsisten@swith terms and amoun{see Exhibit X)

Exhibit X below illustrates the different feeshown in the County OrdinancentheCount y 0 ¢
DPWwebsiteand inD P W6 s foBS$2Wer Permit Fees.

Exhibit X

Sewer Pemmit Fee Comparison

Sources

County Out of
Sewer Pemmit  Ordinance DPW District
Fee Type 74-2014Y  Website SOP®

General $ 120 $ 140 $ 160
Inspection $ 399 $ 460 $ 460
Total $ 519 $ 600 $ 620

@ The fee amounts from the 74-2014 ordinance are presented abovd
because the 176-2015 ordinance did not update these specific feg
therefore both $120 general fee and the $399 inspection fee still p

@ The Standard Operating Procedure ("SOP") only shows the total f
of $620. The SOP does not break it out as $160 for the Sewer Gen
Permit Fee and $460 for the Sewer Permit Inspection Fee.

The contracts we reviewedncl uded a sum tot al amount | ajp el
calculated using amounts from OrdinanceZB44which is for theGeneral Permit.

We also notednconsistenciesn the terminology usetbr Special Permits The SOP refers to
Special Permits as Site Work Permitghich is inconsistent with the website which labels them
Special Permits in accordance wigection 9.2 of Ordinance Number-2814. Through
discussions with DPWthe Auditorsdetermined that the tertnSi t e  Wo is &ynoRyeoumi t
witho Speci ad Per mits

Further, as showim Exhibit XI on the next pagehe websiteshows a Special Permit $$60

$800fiando 2% of estimated construction cpathereashe SOPRshows $620 for self
certificationfiord 2% construction costeavingthe developeto negotiatewhich feewill be paid
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Findings and Recommendations

Exhibit XI

Comparison of Terms
DPW SOP Versus DPW Website

Site Work Permit DPW Inspection Fee
DPW ——— .
o If Self-Certificationby ~ OR 2% of

PE, Flat Fee of $620 Construction Cost
- ________________________________|

Special Permits Construction Cost
DPW

) $160 to $800 AND 2% of Estimated
Website Construction Cost

Additionally, terminologyin thecontractsdoesnot coincide with th&©PW website listing of
fees and the SORFor instance, the contracts refelSewerConstruction Inspectionsvhich are
calledSite Work Perm#in the SOP an&pecial Permit®n the website.

If the SOP had been reviewed aillifees approved, these inconsistencies would have been
avoided. This lack of consistency impedegquitablecontractterms

There are nocontrols to ensurgpayment and collectiomof fees for Out of District sewer
connections.No procedures have bedaveloped to ensure that future anrfiastewateBervice
Charges based on usage are properly billed, collected and accounted

A clausefound inthe other contracts revieweaabt found inthe pendingOHEKA Castlecontract
orKensingtonalsfbconthreachitl ncl usi on in the
Resource,g eBiegtvriingt @ he Countyés right to

a property in the tax levy ensures that the property is paying its share of the current @nd futu
expenses.

Procedures are necessary to ensure that properties not listed on the tax roll are charged at
the appropriate usage levels at the correct prevailing rateprotecting the Nassau County
taxpayers within the Sewer District from paying for the excess capacitysed by Out of
District NassauCounty or Suffolk County properties.

Audit Recommendations:

We recommendthat

a) DPW management review and appowitten Standard Operating Procedures for sewer
connections

b) DPW management institute fineial controls over fee uniformity and collections

c) DPW useconsistenterminologyin theircontracts andntheir website
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the formulaand methodology used to calculate Equalization Charges be approvee by
Legislature and posted on th®W website

DPW update fees on an ongoing basis in the SOP and website every time there is approvi
of a DPW fee ordinance

the formula and methodology used to calculdtee prevailing ratdoe approvedy the
Legislature and posted on tBh®W website and

procedureshe developed t@pply usage leveldo the prevailing rateto ensure proper
calculation and billing for ongoing future usage charges

Audit Finding (5)

(5) DPW Did Not Follow the County Ordinance in the Four Contracts Examined and
Inconsistently Negotiated Contract Terms

The Auditorsdreviewof four Out of District sewer contractdetermined that DPWontractterms
wereinconsistenand did not always conforto the law see Exhibit Xllon the next page.
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Findings and Recommendations

Exhibit XII

Comparison of Ordinance and Contract Terms for Four Selected Projects

Descriptions

Nassau County
Ordinance
74-2014

Kensington
(83 units)

OHEKA
Castle®
(191 units)

Glenwood
Landing
(60 units)

Glen Head Commons
(53 units)

Calculation

Payment Terms - When Due

General Terms

Key Dates

Not Applicable

Commence upon daf
executed by County]
Executive, terminate
years from that date

Commence upon dat
executed by County]
Executive, terminate

when both parties
fulfiled obligations

Commence upon da
executed by County
Executive, terminate

when both parties
fulfiled obligations

Commence upon daf
executed by County|
Executive, terminate

when both parties
fulfiled obligations

Termination

Equalization
Formula

Not Applicable

Not Mentioned in
Ordinance or Contra(

The earlier of mutual

written agreement of

parties or a stated
termination date

Used Higher AFAV @)

Each has right to
terminate upon 1 yed
written notice prior to

commencement of
construction

Used Lower PD\®

Each has right to
terminate upon 1 yea
written notice prior to

commencement of
construction

Used Lower PD\®)

Each has right to
terminate upon 1 yea|
written notice prior to

commencement of
construction

Used Lower PDW)

Standard Property
Valuation Date

Equalization Charge

Not Mentioned in
Ordinance or Contra(

Not Mentioned in
Ordinance

Unclear

Payment Schedule

2012/2013

Due upon execution g
agreement

Unclear but
Requested 2012/207

25% @Execution
75% @ Submission

Unclear

25% @Execution
75% @ Submission

Sewer Pemit®

Payable on Fiing
Application

Payment Schedule

Due upon submission
Sewer connection plg

Due upon submission
Sewer connection plg

Due upon submission
Sewer connection plg

Industrial Waste
Review

Payable on Fiing
Application

Upon Execution of
Agreement

Due upon submission
Sewer connection plg

Due upon submission
Sewer connection pig

Not Required-Solely
Residential

Sewer Construction
Inspections®

Signed by
Developer

Payable Before
Issuance of Permit

Not Applicable

Payment Schedule

08/21/15

Payable prior to
commencement of
construction

04/27/17

Payable prior to
commencement of
construction

11/18/13

Payable prior to
commencement of
construction

08/14/15

Approved by the
Legislature

Not Applicable

10/19/15

Pending

02/24/14

10/19/15

Signed by County
Executive

Not Applicable

12/22/15

Pending

04/08/14

12/22/15

tabled.

@ Used Higher existing Average Assessed Value of Similar Surrounding Properties.
® Used Lower Pre-Developed Land Value of property to be developed.
@ Labeled General Permit per Ordinance 74-2014.

® A pending contract was filed with the Clerk of the Nassau County Legislature for legislative action, but as of the date of this report the matter

® Labeled Special Permit per Ordinance 74-2014.

We noted the following differences:

1 None of these contracts agmeith the County Qdinance with respect to the payment due
datesfor SewerPermit, Industrial Waste Review and SeWenstruction Inspectian

1 The County Gdinance andPW contractsdo not mention or descrilibe Equalization
Formula which DPWInconsistentlyused betweerthe higherAFAV (Anticipated Future
Assessed Value of surrounding propeijtesdthelower PDV (PreDevelopnentValue).
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Findings and Recommendations

1 TheCounty Qdinance does not menti@mapplicable valuation date of the propeatyd
these projects can take as many as nine years to dmaakd

TheCounty Qdinance doesotstate when the Equalization payment is due to the Cpunty
resulting inthe use othree inconsistenhethods

1. Kensngt on6s equalization payment
due throughout various construction phases;

. OHEKA Castle equalization paymentsare due upon the execution of the
agreementand

. Glenwood LandingandGlen Head Commons equalizatipaymentsaresplit into
two paymentsa 25% payment due at execution of the agreementaan®%
payment due at submission of sewer connection plan

Kensingtorand Glen Head Commons were approved by the County Exeountthesame
date despite multiple ctiact differences

Ke n s i nrgte vas iased on the original DPW formadéspite signing the agreement
21 monthsafter Glenwood Landing signed their agreement and 26 months RiR&Y
acceptedslerwo o d L aofferPtoahangeGl e nwood formuwad i ngoé s

Audit Recommendation:

We recommend th@PW adhere to the County Legislative approved ordinances for language and
terms to be used in tle®ntractsand to treat all developers in a fair and consistent manner.

Audit Finding (6)

(6) Current Accounting Methods Do Not Segregate Various Out of District Sewer Revenue
Receipts

Uponreviewof theDPW account postings in the Nassatelrated=inancial System,f\IFS0),
the Auditors noted inconsistencies with accounting €@ut of District EqualizationCharges as
follows:

1 two of theEqualizationChargesreceived totaling $60,275, were posted to an account
labeledContractual Servicesnd

two EqualizationChargesreceived totaling $456,368, were posted to an account labeled
Misc. Receipts

®l'n a letter dated June 12, 2013 to Glenwood Landindj,
August 22, 2012 offer to change the EqualizatZharge calculatian

Limited Review of the Nassau County Department of Public Works Calculation of Charges and Fees for Out of District Sewsgoronn

19




Findings and Recommendations

These account titles do not cleaidgntify EqualizationCharges

The New York State Comptroller 6 Accounting and ReportingM anual states thatteficoding

of accounts facilitates the classification of data on source documents and the posting of entries i
the accounting recorddt enables identification of transactions quickly and provides
consistency in reporting.o

Section1234 of the Nassau Cour@harter regardingonnections foServiceOutside ofDistricts
statesthai Char ges required to be paid pursuant o]
in the same manner as providedthe collection and enforcement of service charges anddunpa
contractcharges shall be subject tioe same rate dhterestas unpaid service charge&/hen
collected, such charges shall be apportioned and credited to the appropriatecsdieeiien or

disposal district or districts

In order for charges to keasily identified anéccurately apportioned, thegualizationCharges

received need to be posted to the same account. The account title needs to be clearly labeled(jio
identify Out of DistrictEqualizationCharges and accounted for separately from other DPW fees

in order toensurethat theEqualizationCharges that have not been paid in fuill be collected
appropriately.

Audit Recommendations
We recommend th&@PW:

a) establish aclearly lal®led EqualizationChargegeneral ledgeaccountand

b) correctly identify and podtturedeposits.

Audit Finding (7)

(7) Inconsistent Contract ClausesVere Used in Out of District SewerContracts Approved
on the Same Day

The Glen Head Commor®ntract for the development 68 units and the Kensingtaontract
for 83 units were approved by the Courntggislature Rules Committeen the same datg
October 19, 2015see Finding 2Exhibit V1), but includeseveradifferent notableontracterms

Other than the Equalization Charge and permit fees discussed earlier in thethepprimary
contract term differencascludeadditionalclausesadditional paragraplad reworded sentences
in the Kensington contrathat are not found in the Glen &t contract.

The Glen Head contract did not include the following items included in the Kensington contract

T An Al nsurance and Bondi ngo cCommescal Garteralc h
Liability Insurance and $25,000performance bond This wa not required in the Glen
Head contract or any of the other contracts.
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1 An additional paragraphintliel ndemni fi cati on, D eaforgg nvishe
ambiguouly reworded sentences

A more specificallyordedfi T e r mi n a t addingthreeadditonas paragraphs with
details on (1) procuring all required permits, (2) public health emergencies, and (3) the

Countyods requirement f oreturrmof Sumspested anad letters e
of credit

1 Additional paragraphs inth@ As s i g AmeredmeéntWaiver Subcontractin
on Kensingtonés right to transfer the Af
party.

It was also noted that the Legislative resolution cover page for Glen Head included additional

wordingthatwas not i n Kensi dogstnotappearto hawe anythirngtoaowitl n
sewer connection contradpecifically

T AWhereas the di s procuriog rescus exirantipne eq@pmnenefat
emer gency (seeascppy of theadtual coymge below):

Glen Head ContractExcerpt

RESOLUTION NO.A4Z 2015

A RESOLUTION AUTHORIZING THE COUNTY EXECUTIVE TO
EXECUTE AN AGREEMENT BETWEEN THE COUNTY OF NASSU ACTING ON
BEHALF OF THE NASSAU COUNTY DEPARTMENT OF PUBLIC WORKS AND
ONE ROBERT LANE, LLC

Passed by the Ruler Committes
Huoeny Cousty Legislature
By Vilee Voo ee_/ 2 e S
TOTIHG:
syer 7 wayes_ o shststaed & revused_ S
Laglalatoy s gresont: ';|

Dépul}r County Atomey

WHEREAS, the County of Nassau has negotiated an agreement with One Robert
Lane, LLC, a copy of which 18 on fle with the Clerk of the Legislature, and

WHEREAS, such agreement will allow One Eobert Lane, LLC 1o connect o an
existing Nassay County sanitary sewer for wastewsatet treptment and disposal ssrvices;
and

WHEREAS, the Distict is interested in procuring rescue extraction equipment for
emergency response (the “Project™); and

WHEREAS, such agreement is authorized by Section 1224 of the Nassau County

Charter; now, therefore, be it
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Kensington Contract Excerpt

RESOLUTION NO.ﬁl@? 2015

A RESOLUTION AUTHORIZING THE COUNTY EXECUTIVE TO
EXECUTE AN AGREEMENT BETWEEN THE COUNTY OF NASSU ACTING ON
BEHALF OF THENASSAU COUNTY DEPARTMENT OF PUBLIC WORKS AND
TRIANGLE EQUITIES 496 WEST JERICHO TURNPIKE, LLC

Prased by ibe Rulte Commitiee
feasut Conpdy Legishatare
By Vabes Valo anﬂ&e,j_?fg : i

vy B
wpss [ wayes & sbatelasd_ 2 reewsed, D
Lopishaters presents ,?

Deputy County Allomey

A

BROVI

f

'

WHEREAS, the County of Nassau has negotiated an agreement with Triangle
Equities 436 West Jericho Twnpike, LLC, & copy of which is an file with the Clerk of the
Legislamre, and

WHEREAS, =such agresment will allow Triangle Eoquities 496 West Jeriche
Turnpike, LLC to conneet to an existing MNassau County sanitary sswer for wastewater
treatment end disposal services; and

WHEREAS, such agreement is authorized by Seetion 1234 of the Nassau County

Charter; now, therefore, be it

In summary, it appears there are additional clauses designed to protect Nassau County not fourjd
in the Glen Head contract that are required in the Kensington contract.

Audit Recommendatiors:

We recommend that DP®s | e g al representative:

a) consultwith the County Attorney to analyze thesurance, termination and additional
indemnificationclausesunder both contracts to determine if the clauses are comparable
and adequately prect the Countyand

b) explain why DPW has an emergency equipment procurement dinsthgage of a request
to the legislature involving a sewer connection fee.
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Appendix AT Department of Public Works Contracts Reviewed

Department of Public Works Contract ID List

Vendor Name Contract ID
Cold Spring Hills Development, LLC CQPW17000002; Legislative Clerk ltem #330-17

Glen Harbor Partners, LLC CQPW14000001; Legislative Clerk Iltem #65-14

One Robert Lane, LLC CQPW15000013; Legislative Clerk Item #E-208-1
Triangle Equities 496 West Jericho Turnpike, LLCCQPW15000012; Legislative Clerk Iltem #E-209-1

Engel Burman at Jericho, LLC CQPW16000013; Legislative Clerk Item #7-17
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Appendix BT Laws and Ordinances

The following eleven legal references are consolidated into Appendix B, in the order shown
below, as a separate attachment to the report.

Nass&u County CharteSection 1234May 31, 2017page 12) 1 Page

Nassau County Emergency Resolution Ne2621 9 Pages
Nassau County Ordinance No. 26885 30 Pages
Nassau County Ordinance No. 183710 7 Pages
Nassau County Ordinance N@.4-2014 7 Pages
Nassau County Ordinance No. 17615 7 Pages
Nassau County Resolah No. 2672015 2 Pages
Nassau County Resolution No. 28815 2 Pages
New York County Law, Section 266 4 Pages
Suffolk County Code, Section 7488 1 Page

Town of Huntington Resolution No. 2004 29 Pages
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Appendix CT Audi t or 6Up CémomeritsmmDPW Response

DPW Response: Introductory Paragragh

fiThe Department has completed its review of the above referenced audit findidigsuased at
our exit interview that took place on July 12, 2018, many of the findings identified deal with the
inconsistency of agreements betwparties.

This was a result of the fact that at this time each agreement was individually negotiated,adeviewe
by the County Attorney, authorized by the Administration and then approved by the Legislatureg
and Office of the Comptroller. The Department is in agreement with the audit that moving forward
a standardized, Legislative approved process and equalizagofof outof- district is required.

The Department has completed a review of the similar fee imposed by Suffolk County and we ha
looked at implementing a similar flat equalization fee. While this flat fee can be set, the Departmen
believes that settinguch a fee without the consideration of waivers associated with economic
development incentives or environmental protection considerations is short sighted. Over the nex
few weeks these discussions will take place before presenting an ordinance tisladureo

Audi torés Comments to Introductory Paradg

We are pleased that DPW is considering a standardized equalization fee with Legislative 4
to eliminate the disparity in the contract negotiations.

The Department statebhati é each agr eement was I ndivi

County Attorney, authorized by the Administration and then approved by the Legislatu
Office of the Comptrolled Whi |l e the County Charter r
conracts, the Legislaturebés approval of t

or codifying a method for determining the Equalization Rates by way of ordindineereview
of contracts by the Office of the Comptroller includest is rot limited tq a legal review ang
examination for correctnesdt is through formal audits, such as the one conducted here
irregularities (such as the inconsistently applied Equalization Rate) may be revealed.

As discussed in thexit Conference, \Wwile economic development and environmental proted
are important, this is a policy matter for the County Executive and Legislature to deliberate upon.

DPW Response tBackground Paragraph 4 oPage 1

fAs discussed at the exit interview please cbatigPW estimates there are approximately sixteen
(16) agreements for Out of District sewer connections that involvéngirofits, municipalities
and privateentities" DPW has reviewed their records and has indicated thete are sixteen
(16) known greements for Out of District sewer connections that involvefamgtrofits,
municipalities and private entities."
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Audi tor6s Comment s BaakgbupadWFamgraBledsopPaged e t o

At the timeof our field work, the former ChiefPublic WorksSanitary Engineer estimated th
there were 16 Out of District Sewer Connection agreemdhi3.\W desiew of the records cite
in thar response was dorfipost audid

At the Exit Conference&nowe® agdee@dagteo 1a eah
revised to state: ADPW estimates there
connections that involve nbor-pr of i t s, muni ci palities and

Audit Finding (1)

(1) The Valuation Methodology Chosen by DPW Will Lead to an Eghated $2.6 Million
Less in Sewer Hookup Equalization Fees for the County

Audit Recommendations:

We recommend that

a) DPW adopt a consistent valuation policy for calculating Equalization Charges and have it
approved by the Nassau County Legislature, whahthe responsibility to set fees; and

b) the approval of the pending OHEKA Castle contract and any other future contracts, be
delayed until the Legislature has an opportunity to review the difference in the Equalization
Charge formula.

DPW Respons& Audit Finding 1

AThe Department agrees that a consistent valuation policy for calculating Equalization Charges
is beneficial. The Department is currently assessing the application of a flat fee methodology,
similar to that of Suffolk County as referedcin the audit or a hybrid methodology inclusive of
assessed value that would establish the entities cost share of a mature system of buildin
infrastructure and collection system.

Page 3; The Department disagrees with the following statement, "The Exigaliformula was

not set by the Legislature or codified in the ordinance which enabled DPW to create the
Equalization Charge ." It should be noted that the Legislative approval occurred when each Out
of District Agreement was reviewed and approved b@ffiee of the County Attorney, authorized

by the Office of the County Executive and approved by the County Legislature.

Page 4; The following statement is misleading "DPW could not provide comparable GIS maps fo
all the properties for the same time pefioand as discussed at the exit interview should be
modified to indicate that the GIS data could not be recreated because the data on the system
now only showing the current year assessmentalata
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Audi toré6s Comments to DPWb6s Response to

We are pleased that DPW agrees with our recommendation that DPW adopt a consistent
policy for calculating Equalization Charges. We encourage them to complete their assesy
thenew methodology and to have the final decision approved bydksau County Legislaturg.

The response does not address recommendatiGWeéYeiterate thaDPW should contact theg
Legislature to ensure the approval of the pending OHEKA Castle contract, and any other
or future contracts, be delayed until thegislature has an opportunity to review the differeng
the Equalization Charge formute.

WithregardtoD P Wads sagr eement wi t h (Thedqualization tonmalan
was not set by the Legislature or codified in the ordinances which enalbldDPW to create
the Equalization Chargeo the Legislature did not approve a standfninula. Thecharges
may have effectively been approved by thegislature through approval of the contra
However, DPW did not clearly discloseto the Leqislaturethat the two contracts submitted
together for approval on the same dayusedtwo different formulas to calculate the same
charges We reviewed the Full Legislative Meeting and Rules Committee Meeting minutg
that day, noting that there was no mentarout the formulas used to calculate the Equalizg
Charges or that they were differefihis includes our review of the Rules Committee minutes
were incorrectly dated October 19, 2014 instea@abber 192015.

We do not agree with DPW thdie sent ence stating, AiDPW
mapso was misleading The Auditors had requested GIS maps datedfabetime of contract
talks, which DPW could not provideTo s at i sf y DvRVidstedctlie rsenemas
discussed and agreed upon dutingExit Conf er enc e . The sent el
have comparable GI'S maps for all of the

nfid i

bs for
tion
that

Audit Finding (2)

(2) Negotiations by DPW Led to Disparate Agreements and Incongnt Charges: OHEKA
Castle Would Save $4.3 Million in Fees by Connecting its Primarily Suffolk County
Situated Property to Nassau County Sewers

Audit Recommendation:

We recommend that DPW cease from negotiating with developers and use one methodology for

calculation of the Equalization Charge that has received Legislative approval.

DPW Respons& Audit Finding 2

AThe current agreements were negotiated on a case by case basis and circumstances of tlfe

individual projects caused adjustments to the calculated formula amount. However, all

agreements were authorized by the County Executive and approved by the Legislatharny to

the report finding which states that there is a lack of disclosure or lack of Legislative and County

approvalso
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Auditords Comments to DPW6s Response to i njd i

We stand behind our recommendation and reiterate that DPW cease from negthiafing
Equalization Charge with developers and use one methodology approved by the Legislatyre.

DPW did not present a standddualization Charge formula be approved by the Legislatute,
nor was it disclosed on the DPW websiteggking it possible for DPWb change the formula ar|d
effectively negotiate the rates used in each contract

Audit Finding (3)

( 3) The Pending OHEKA Castle Contract Does [INo
Unit Inspection Fee that the Other Developers were Charged

Audit Recommendations:

We recommend that:

a) As DPW ordinances require County inspectfpr :
DPW should ensure that this is done or that the ordinances are changed. Any pending O
future contracts should include titésguage; and

b) DPW immediately remedy the lack of an inspection fee before the pending Cold Spring
Hills Development, LLC contract for the OHEKA Castle project proceeds.

DPW Response to Audit Finding 3

AThe OHEKA agreement was drafted but not approved dYetislature although the revenue
was collected the contract was not executed. As discussed, current agreements were negotiated (fin
a case by case basis and circumstances of the individual projects caused adjustments to t
calculated formula amount. Theaadard inspection fee that was waived899 per unit for 191
totaling $76,209. The fee was waived according to agreed terms that the developer's engineg
agreed to perform onsite inspections upon project completion and provide a professional enginee
sal to certify the inspections, eliminating the need for the County to perform the work and hence
charge for the inspection. As Departmental personnel continues to diminish the Department mug
seek alternative methods to carry its mission or eliminate ifumgtAlong with the possibility of
establishing a new flat rate or other methods the Department is also assessing whether outsourci
inspections and or other functions as well e@geditedservices charges can be assessed or
credited as a fixed formul® viable. Therefore, the Department agrees with the recommendation
and will seek to change the ordinance to allow the flexikility.

Auditords Comments to DPW6s Response to i nid i

We stand by our recommendations agiterate the need for DPW to require County inspectofs to
be onsite, pethe currenbr di nance, to prosect the Countydls
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The pendingOHEKA Castlecontract does not includbe $76,209 Inspection Fee required
Countyordinance that thetherdeveloperqirad i n t heir contract s|.
to inspect the sewer connections lacks independence.

DPWG6s r es pons eP Woamgihearingstaff hasidliminished and they must se
alternative methods to carry on its mission. Asi@rnative to outsourcinghe Administration
should consider that the lagivenue 0%76,209 from tfs one inspection fee would more than g
for one full timeCounty inspector Not only would this employee providedependent assuran
of the connectin, he/she would also be ableabsorb othe€County workduties

Audit Finding (4)

(4) Lack of Approval for Written Procedures Resulted invarying and Ambiguous Charges

Audit Recommendations:

We recommendhat:

a) DPW management review and appawitten Standard Operating Procedures for sewer
connections

b) DPW management institute financial controls over fee uniformity and collegctions

c) DPW useconsistenterminologyin theircontracts andntheir website

d) theformulaand methodology used talculate Equalization Charges be approvedhiey
Legislature and posted on th& W website

DPW update fees on an ongoing basis in the SOP and website every time there is approvi
of a DPW fee ordinance

the formula and methodology used to calculdtee prevailing ratebe approvedy the
Legislature and posted on th®W website and

g) procedures be developed to appkage levelgo the prevailing rateto ensure proper
calculation and billing for ongoing future usage charges.

DPW Response to Audit Findop4

AThe Department agrees with the recommendations of the audit findings that will review and
approve written Standard Operating Procedures for out of district sewer connections. As stated
previously the lack of a written procedure was associated witfatltehat each Out of District
Agreement was negotiated individually.

The Department agrees that a consistent valuation policy for calculating Equalization Charges is
beneficial.
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The Department agrees that the County website should be consistent witioligggn formulas,

calculations, approved fee ordinances as it relates out of district sewer connections and be

reconciled and maintained for future changes.

The Department currently use the NIFS accounts receivable module to send out bills and
cortinue to do s@m

we wil

Auditords Comments to DPWb6s Response to

We are pleased DPW agrees with recommendations a) through f), and encourage them to:

review and approve written standard operating procedures for out of district
connections;

apply a consistent valuation policy for calculating Equalization Charges; and

ensure the website contains consistent terminology, formulas, calculations, appro
ordinances and that they are reconciled and maintained for future changes.

Sewer usge is absorbed in ttgewerDistricts levy for InDistrict sewer connections and is bill
on an equitable basis through property taxes based on assessed value. Out of District
are not part of that calculation and instead are to be billedagelyafor actual usage. Therefo
we reiterate the need, in recommendation (g), to develop procedures for the billing of was

service charges (for out of district sewer connections) to ensure proper calculation and billi

ongoing future usageharges.

TheCounty has the ability to add properties (located withirGbenty, but not th&ewerDistrict)
to the Zone of Assessment for tBewer District enabling the property to participate in the
levy and not be billed separatelyVhereapplicable, v encourage DPW to invokec o n't r
il ncl us i(quotédbetow),doumsnienize the need for separate billing.

flnclusion in theCountywide Sewer and Stormwater ResourDéstrict

The County reservethe right to include the propertiagthin the Project in a zone of assess
in the Countywide Sewer and Stormwater Resources District. Once the properties with
Project are included in a Zone of Assessment and the sewer charges are paid pursuant to
the Annual Service Fegill be terminated by the County®

Fin
D

sewer

20This clause is typically found in contracts where the property is within the county, bwithiotthe Sewer
District. An example can be found in Section 9 of@len Harbor Partners, LLC contract.
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Audit Finding (5)

(5) DPW Did Not Follow the County Ordinance in the Four Contracts Examined and
Inconsistently Negotiated Contract Terms

Audit Recommendation:

We recommend th&PW adhere to the County Legislative approved ordinances for language and
terms to be used in the contracts and to treat all developers in a fair and consistent manner.

DPW Response to Audit Finding 5

fiDepartment agrees with the recommendation to digfeements in a consistent manner and
language so that the County Legislative approved ordinances for language and terms in theg
contracts and apply fees consisteritly.

Auditorodos Comments to DPWO6s Response to

We concur wit h DPwaacept ouerscpnamersdationttchadttere to khe Co
Legislative approved ordinances for language and contract terms and to apply terms cong

Audit Finding (6)

(6) Current Accounting Methods Do Not Segregate Various Out of District Sewer Revenue
Receipts

Audit Recommendations

We recommend that DPW:
a) establish a clearly labeled Equalization Charge general ledger acaondnt
b) correctly identify and podtturedeposits.

DPW Response to Audit Finding 6

AThe Comptroller's Office by Charter is the geeof the chart of accountterefore any change

can be requested by DPW but must be executed by the Comptroller's Offieddepartment
consistently used code R0813 CONTRACTUAL SERVICES to book out of district revenueg
OHEKA was booked in R0801 MISRECEIPTS (Miscellaneous receipts) and then reversed
because the agreement was never executed, but the check was dasledthe Department
establishes a flat fee methodology, similar to that of Suffolk County as referenced in the audit o
a hybrid methdology inclusive of assessed value so that it can be applied consistently and
uniformly. This new structure may include different components at which time the Departmen
want to capture separately and may ask the Comptroller's office to establish newy stodiiture

to capture the revenue separately, other than being booked to code R0813 CONTRACTUA
SERVICES.
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The recommendation requesting that the Department reclassify prior postings to these newl
established accounts is not feasible and the Departmestmiat agree with the recommendation.
The prior postings are part of the audited results of the CAFR and cannot be changed once thg
fiscal year is closed. Once new coding is established the Department will establish policies ang
procedures to book recegptonsistently to the new codes.

Auditords Comments to DPWb6s Response to

We reiterate the need for DPW to establish a clearly labeled Equalization Charge genere
account; and correctly identify and post future deposits. This would eetipgrDepartment @
Public Works to submit a request to the

We disagree with DPWb6s statement that t}
SERVICES to book out of district r evpayments
received from separate developers would have been posted to Contractual Services. Ins
of the four were posted inconsistently to Miscellaneous Receipts and two were po
Contractual Services.

As agreed to at the Exit Conferentiee recommendation to reclassify prior postings to the
account has been removed from the report.

We are pleased that once new coding is established, DPW will create policies and procgdures
book receipts consistently to those new codes.

Audit Finding (7)

(7) Inconsistent Contract Clauses Were Used in Out of District Sewer Contracts Approved
on the Same Day

Audit Recommendatiors:

We recommend thatDP®%s | egal representati ve:

a) consultwith the County Attorney to analyze thesurance, termination aradditional
indemnificationclausesunder both contracts to determine if the clauses are comparable
and adequately protect the Courdand

b) explain why DPW has an emergency equipment procurement dinsthgage of a request
to the legislature involving aewer connection fee.

DPW Response to Audit Finding 7

AThe Department agrees with the recommendation that insurance, termination and additional
indemnification clauses under all contracts are comparable and consistent to adequately protec
the County. We will work with County Attorney to avoid the inclusidangfuage that does not

pertain to agreement at hand, as cited in the audit. Additionally, DPW cannot explain why there
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is a reference in the resolution related to Emergency Equipment. DPW does not draft the resolutio
but we believe that the inclusion weas$ypo left over from a previous projext.

Audi torés Comments to DPWO6s Response to

We are pleasethat DPW is in agreementvith our recommendatigrand thatthey will consult
with the County Attorney to analyze the insurance, termination aniticadd indemnification
clauses to determine if the contract clauses are comparable and adequately protect the C

We appreciate DPWb6s efforts to explain w
be included in a sewer connection contract and concur with their efforts to work with the ¢
Attorney to avoid the inclusion afnrelatedanguagento the Legslative recordshat does no
pertain to theontracts being voted upon.
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LAURA CURRAN g Sr (' KENNETH G. ARNOLD, P.E.
NASSAU COUNTY EXECUTIVE y : COMMISSIONER

COUNTY OF NASSAU

DEPARTMENT OF PUBLIC WORKS
1194 PROSPECT AVENUE
WESTBURY, NEW YORK 11590-2723

August 2, 2018

Kim G. Brandeau

Deputy Comptroller for Administration & Operations
240 Old Country Road

Mineola, NY 11501

Re: Limited Review of Nassau County Department of Public Works calculating of
charges & fees for Out-of-District Sewer Contract

Dear Ms. Brandeau:

The Department has completed its review of the above referenced audit findings. As discussed
at our exit interview that took place on July 12, 2018, many of the findings identified deal with
the inconsistency of agreements between parties.

This was a result of the fact that at this time each agreement was individually negotiated,
reviewed by the County Attorney, authorized by the Administration and then approved by the
Legislature and Office of the Comptroller. The Department is in agreement with the audit that
moving forward a standardized, Legislative approved process and equalization fee for out-of-
district is required.

The Department has completed a review of the similar fee imposed by Suffolk County and we
have looked at implementing a similar flat equalization fee. While this flat fee can be set, the
Department believes that setting such a fee without the consideration of waivers associated with
economic development incentives or environmental protection considerations is short sighted.
Over the next few weeks these discussions will take place before presenting an ordinance to the
Legislature.

Please find below the Department’s specific responses to the audit:
Page 1; As discussed at the exit interview please change; “DPW estimates there are approximately

sixteen (16) agreements for Out of District sewer connections that involve not-for-profits,
municipalities and private entities.” DPW has reviewed their records and has indicated that here
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